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Organization of the Petroleum Exporting Countries (OPEC) is one of the largest oil producing cartels having been formed in the year 1960 with the goal of unifying the petroleum policies among the member states and enhancing the stability of petroleum prices across the oil markets (Carbaugh, 2017). Additionally, it was to ensure that there is a regular supply of the petroleum commodity thereby offering an opportunity to attract investment in the petroleum industry. The organization has faced a variety of challenges that have impacted on its revenues and control of the market share. For instance, there have been several fluctuations in the market prices that have consequently affected the ability of the cartel to ensure that they control the market prices across the consumer markets. As such, the OPEC has faced a variety of dynamics in the global market over the last ten years.

First, the Organization of the Petroleum Exporting Countries (OPEC) organization has been impacted upon by the fluctuating prices of the petroleum commodity (Carbaugh, 2017). Across the global market, several factors are responsible for controlling the process of products. Among the oil-producing nations, there are economic challenges that are not entirely dependent on solutions from the oil production. For instance, in the many oil-producing countries, there are widespread natural calamities such as drought that have affected the citizens of the nations. Due to the famine experienced in those nations, the states are often forced to source out for relief foods of other countries. Since the other countries lack the essential oil commodities, they usually have to engage in either a bilateral or a multilateral agreement that significantly impacts on the prices of the product exchanged within the global market (Carbaugh, 2017).

Additionally, since the economic agreements endeavor to benefit countries and their citizens, the OPEC cartel has had to grapple with the challenge of bowing and scaling down its expectations arising from the oil product. Additionally, the United States which is a significant oil consumer has diversified its imports from oil-producing countries like Angola and Indonesia that have acted as a cheap source of the commodity compared to the OPEC bloc of nations (Carbaugh, 2017). Thus, the prices of other essential products have significantly impacted on the oil-producing countries across the Middle East region. Therefore, the increasing need for member countries to engage in bilateral trades and specific greed for member countries has affected the control of the oil prices within the region (Carbaugh, 2017).

Second, the OPEC has been affected by the increasing number of oil producing companies across the world. Technological developments and advancements have enhanced the identification of oil reserves across many regions in the world. The entry of large-sized multinational organizations such as the Pemex found in Mexico and the Gazprom from Russia have affected the operational capabilities of the OPEC bloc (Vivoda, 2009). Initially, the OPEC had a greater control of the petroleum market due to the sole rights to sale over the world. However, in the past ten years, several countries have identified oil reserves that have served as a source of oil for their citizens while also exporting a significant amount to its neighboring countries. For instance, in the United States, the production of crude oil has increased due to the introduction of drilling methods such as the hydraulic fracturing that have led to the unlocking of vast oil reserves in many states (Vivoda, 2009).

Moreover, the Shale Oil and Shale Oil Gas producers have provided a cost-effective means of identifying oil reserves in the United States and other regions across the globe. The surplus exports have resulted in the reduction of the prices has reduced the demand for the importation of the oil products from OPEC cartel that has previously enjoyed the monotony of supplying oil across the world. Further, the increasing number of producers from the identified oil reserves have resulted in a reduction in the quantity of the oil products demanded thereby forcing OPEC to lower the prices of its commodities in the world markets (D'Ecclesia et al., 2014).

Elsewhere, the OPEC bloc has often reacted to the increased supplies by new companies through the lowering of its prices in a bid to remain viable within the oil industry. For instance in the year 2008 (Creti et al., 2014), after the identification of crude oil reserves in many states in America, the OPEC resorted to reducing the price of the exported crude oil product to trading nations as a way of controlling the costs. Through the reduction, several; countries opted to drill their oil still thereby enhancing its dominance within the global market. OPEC has often chosen to create barriers to the entry of the oil market by reducing the prices of the crude oil product to reasonable limits that have to diminish the returns of the investment (Vivoda, 2009). Nevertheless, many nations including the United States have opted to drill and refine other components of crude oil such as the gasoline that has further led to the lowering of the oil prices.

Further, as the OPEC remains the global supplier of the oil commodity, non-trading nations have often sought to acquire oil through other countries. For instance, since the United States is viewed as a threat to the OPEC bloc, member countries have often tried to reduce their supply to the nation as a way of gaining control of the market. However, the United States has found a higher bargaining power through smaller countries such as Venezuela to obtain the oil commodities through the bloc (Wirl, 2015). Through strengthening its ties with Venezuela, the US has received the oil products more cheaply compared to the tariff barriers imposed by the obstacles imposed by the OPEC trading bloc. The non-partner agreements together with the greed of OPEC member nations have further led to the decline in the prices of the commodity and its ability to control the market prices in light of the economic challenges faced by many nations across the world (Wirl, 2015).

Nonetheless, internal wrangles within the OPEC trading bloc have affected the nature of the supply of the crude oil products across the world markets (D'Ecclesia et al., 2014). Saudi Arabia is one of the largest producers among the group members suggested that the members reduced their supply within the world market. However, no member complied despite cutting off its production. When Saudi Arabia realized that the strategy failed to work, it opted to produce excess crude oil as a way of further reducing the prices. The oversupply seemed to work in favor of Saudi Arabia as it led to compliance by the OPEC members to cut their supplies. Again, the introduction of alternative means of energy sources such as solar, wind and water power has impacted on the demand for oil products (Carbaugh, 2017). As such, the dominance of OPEC has hugely reduced owing to the diversification of energy sources together with increased environmental conservation needs.
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